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CENTRAL INTELLIGENCE AGENGY

CONFIDENTIAL

INTELLIGENCE MFMORANDWM NO. 156

S April 1949

SUBJECT: The Will and Ability of Certain Countries to Support and
Develop Their Armed Forces, from Their Own Resources and
with US Aid,

REFERENCE: JIGM-106, 29 March 1949

1, The Problem: %o estimate the will and ability of Canada,
the United Kingdom, France, Belgium, the Netherlands, Luxembourg, Denmarlk,
Norway, Portugal, Spain, Italy, Austria, Creece, Turkey, Tran, and
Saudi Arabia to support and develop their armed forces during the next
elght years, from their own resources and with US military aid. In
particular, to estimate, with respect to each of those countries:

8. Its will to resist Soviet military aggression, if need
be (Yo be expressed in broad categoric terms such as strong,
moderate, uncertain, or weak),

b, Its willingness to support nationsl rearmament to the
maximum practicable extent from its own resources.

C» Its national income and menpower potential.

d. The portion of this national income and manpower potential
which it could afford to devote to its military establishment,
having regard to the avoidance of unacceptable economic and pelitical
consequences.,

€. The critical limiting factors with respect to the main-
tenance and development of its ground, air, and naval forces.

f. The effect of assumed progressive economic recovery on
these linitations. ,

g The amount of US military aid which it could effectively
use within continuing critical limitations.

2, Estimates with respect to each of the countries named are in
& series of Enclosures which follow (in alphabetical order).
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ENCLOSURE "A%
AUSTRIA

Little doubt exists of Austrian aversion to Communism or to the
presence of Soviet troops. Austrian will to resist Soviet military
aggression is passive, however, and will remain passive so long &s
Soviet military forces occupy a major section of the country. Austria
has no military establishment beyond a police force of about 26,000,
which includes roughly 2,000 men of doubtful reliability.

Were a treaty to be obtainsd, permitting development of a military
force, Austrisn will to resist the USSR would probably grow in propor-
tion to the size of ite armed forces. In this event, it is considered
that Austrian readiness to support a maximum practicable rearmament
program would be evidenced.

The economy of Austria, however, would severely limit a rearmament
effort, and a growing economy would restrict availability of manpower,

As a result of its participstion in World War II, Austria has
roughly 500,000 men of more than nominal military experience, of whom
about 300,000 could be considered to be of first-line troop potential.
Total available Austrian manpower of military age and fit for service
is believed to be 700,000,

Should a treaty permit, Austria would accept US military supplies
for effective use commensurate with econcmic recovery. Without a treaty,
US military supplies could be used only to a limited degree, i.e. by
the police and gendarmerie in the western zones. :

-1l= TOP SECREZ

Approved For Release 2001/08/28 : CIA-RDP78-01617A000400210001-0

B )




\ Approve>d For Release 2001/08/28 : CIA-RDPf8-01617A000400210001-0
| | TOP SECRET
ENCLOSURE "BM
BELGTIM

Because Belgians realize that their country could present only
a momentary defense against Soviet military aggression, their will to
resist at the present time is believed to be conditioned greatly by
a fatalistic attitude, and can hardly be estimated as more than
#irresolute.® About 1951, however, when the strengthening of the
metion's capacity for self-defense is expected to become more evident,
this fatalistic viewpoint will probably diminish, and by 1957 the
Belgian will to resist is likely to become vigorous and determined.

Even now, Belgium shows willingness to support a national rearma-
ment from its own resources, so far as is consistent with the maintenance
of the Belgian standard of living and its commitments to the economlc
recovery of Europe. This attitude is 1likely to continue undiminished.

Out of the current Belgian budget, $1L5,700,000, or about 9 percent,
is devoted to military expenditures. This military outlay will probably
increase at a gradual rate until 1953; when it will be stabilized at
roughly 150 percent of the current figure.

In 1949, the total manpower capable of military duty available to
Belgium is approximately 1,554,000, Of these, 3.8 percent are being
utilized in the armed forces, which, excluding colonial troops in the
Belgian Congo, total 59,276, Belgium also has a force of approximately
150,000 trained reserves, During the prewar period which will be
reflected in the groups of military age during 1950-57, Belgiumts popula-
tion was increasing at an annual rate of .43 percent. It is probable,
however, that Belgium's economic recovery will absorb most of this margin
of available manpower. Registered unemployment, which now stands at
233,000, is expected to decline gradually, beginning in 1950.

This combination of industrial recovery and decreased unemployment,
both responding to the Government!s internal remedies and the develop-
ment of export markets, is likely to bar substantial enlargement of the
military establishment and thus limit the amount of US military equip-
ment which might be efficlently utilized without affecting the Belgian
economy, Such quantitative limitayions suggest that usable military
ald, other than materiel for reserve components, might be restricted
largely to that necessary for modernization,
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ENCLOSURE "C" "
CANADA

(a) Canadian will to resist Soviet military aggression, if need
be, is strong.

(b) Willingness to support national rearmament to the maximum
practicable extent from Canadats own resources is doubtful. A sacrifice
in the standard of living would be required, and the policy would
in principle be distasteful to the Canadians.

(c) In 1947 the Canadian national income was $11 billion, and in
1948 it was $12.8 billion. No estimate of future national income can
be made under present circumstances with sufficient accuracy to be
useful, It mey be assumed that the Canadian national income will con-
tinue to rise gradually in coming years.

Manpower potentials ages 15-L9 estimated as follows:

1950 . 23,360,800

1951 5 O & o o ©o o b a 03938}-‘9200
1952 6 ©n o o .o o @ 9 aQ 0391[-079600
1953 4 © a o ©o ¢ 0o o o 039,4319000
19% e @ @ ® ©° 2 o o o 35.14559 800
1955 ¢ ¢ o 6 © &6 9 8 & o 39&809 600
1956 o @ o a 6 ¢ 6 8 6 b 39 5059 hoo
1957 ¢ o o o o o o = o 23,530,200

(d) At the cost of a reduction in the standard of living, Canada
could probably afford to devote approximately 7 percent of its national
income to the military establishment., For the past few years, however,
the sum actually devoted has been only about 2 percent, It is therefcre
believed politically impracticable to increase this proportion suddenly
to the maximum, but Canadians already feel that their military expenditures
are too small, and the amount will probably be raised after the genersl
elections expected to be held within the next 7 months.

Use of the relatively great manpower potential of Canada is 25X6
limited by prosperous econocmic conditions

It
will not be pelitically practicable to count on availability of more
than about 55,000 men for the military establishment, as long as no
conditions of grave emergency arise,

(e) The critical limiting factors with respect to the maintenance
and development of the armed services lie (a) in the manpower situation
a8 described above and (b) in the indisposition of Canadians to accept
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a reduced standard of living unless faced by grave emergencyo.

(f) Not applicable.

(g) Canada could effectively use US military aid-in connection
with maintaining a force of about 55,000 men.
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ENCLOSURE "p©
DENMARK

(a) Denmark's will to resist Soviet militery aggression, if need be,
is uncertein. It would be moderate to strong if actual arms and ecuipment

were supplied and firm plans for co-ordinated defense gave good hope of
suceass,
the

(b) Willingnessog support/military establishment to the maximum
practicable extent fr ﬁgwn resources 1s now slight, but it would be grestly

inereased if Atlantic Pact prospects and commitments gave good hops for
successful defense.

‘(e) Gross national product in millions of dollars at 1947 prices as
estimated for ECA is a= follows (ngtional income figures npt available):

1949 . . . . . . 3810
19 50 ® [ ] 9 o [ L 3 900
19 51 . o [} ° [] ° 4.000 )
195 . . . . . . 4130
19 53 [} ° 3 ® 3 * 4270

Estimated total number of males of military ags:
1,000,000 (will remain stationary)

(d) Denmark has only a moderate chancs of achieving the ERP objsctive
of recovery by 1952. Any increased diversion of resources to the military
establishment would probably postpone attainment of the ERP objective
beyond 1952, Denmark presently spends approximately 2% of gross national
product on the armed forces, which include 28,800 men,

Accepting the likelihood of imperiling the ERP objective, still
only a very slow and gradual increase in expenditure would be politically
feasible, to about 2.5 or 3% of the gross national product .

About, 45,000 men could be used in the military establishment, and
this figure would be politically practicable in the event of firm mutual
defense arrangements with stronger we=tern powers,

(e) Critieal limiting factors with respset to the meintenance and

development of ground, naval, and air forces include the facts that Denmark
has no natural resources for heavy industry, no fuel resourcee, and no
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capability of produeing any milltary equipment save small arms. Hence
all equipment must be acquired from abroad. A shipbullding industry
exists but it ie geared for merchant-ship production and is inecapable
of building combat ships to any appreciable degree,

() Progressive economic recovery would produce aslightly batter

~earnings of foreign exchange and improve the fuel and raw materials situation.

It would not, however, materially increase resources available for the
milltary establishment.

(g) Denmark could effectively utilize US military aid for prover
equipping, training and maintenance with necessary rerarve =tocks for a
force of about 45,000 men. Equipment for a Home Guard of approximately
120,000 men could be used. '
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ENCLOSURE "EM"
FRANCE

The French will to resist Soviet military aggression is at
present tempered by the weakness of the French military establish-
ment, and to a lesser degree by a lack of national self-confidence
continuously exploited by the French Communist Party. Until roughly
195k, continued economic difficulties and a degree of political
instability are expected to limit the French "will to resist™ to a
point best described as ™irresolute.® If substantial success is attained
in current economic and political programs by 19524, this "will% may
improve and become "determined.®

In order to develop national rearmament to the maximum practicable
extent from its own resources, the French would have to be possessed
of firmer determination and greater readiness to make sacrifices, real
or imagined, than is now the case, The willingness of France to extend
itself in support of substantial rearmament camnot be termed better
than "fair,® As in French willingness to resist aggression, an improve-
ment may be expected in this matter as a corcllary to better domestic
conditions; bubt not until after 1953,

The French national income of 23.3 billion dollars is expected
to remain relatively constant through the year 1953. From the current
budget; the French approprizated $1,167 million for military purposes;
approximately 18 percent of total expenditures., A slight increase in
available domestic funds should not materially alter either the per-
centage or the military budget prior to 1954, The French Government
would be placed in a difficult, if not impossible position by the political
opposition in any effort to increase military funds. French domestic
production cannot support a larger military establishment, and France
probably will not have the foreign exchange necessary to cbtain appreci-
able materiel now in short supply until at least 1954, Beyond that date
an estimate of rate of increase would become too unrelisble a form of
speculation to warrant inclusion.

Total French mampower eligible for military use stands at approxi-

o mately eight million men, Of this figure, some 8.4 percent are now in

the military establishment. An increase in French production under

the current programs, when considered in the light of the current
industrial worker shortage, appears to preclude an appreciable increase
in the number of men France can place under arms through 1953, After
1953/5) increassed production efficiency may lessen the economic require-
ments for manpower, without Jeopardizing production targets,

-7 - TOP SECRET

Approved For Release 2001/08/28 : CIA-RDP78-01617A000400210001-0




. Approved For Release 2001/08/28 : CIA-RDP78-01617A000400210001-0
TOP SECRET

The French military forces, of 678,000 men, are apparently at
present at a maximum consistent with domestic economy and political
stability. US military aid, therefore, would be largely a matter
of modernizing and mechanizing such a force, Some stockpiling of
full equipment could be accepted for the trained reserve of roughly
one and one-half million men. This materiel, however, would be
limited by the ability of the already strained military budget to provide
maintenance and might be dissipated through cannibalization.
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(a) The will of Greece to resist Soviet military aggression if need
be would be very determined, '

(b) Greece would be most willing to support national rearmament to
the maximum practicable extent from its own rasouress,

(c) In the fiscal year 1948-49 some 58 percent of the Greek national
budget of approximately $345 million was devoted to military expenditures
and contingent items, covering military pay and allowancss as well as very
limited amounts of supplies and equipment and some relief for guerrilia-
stricken refugees. Direct US military aid, in 1948-49 roughly equivalent
to the amount contributed by Greece itself, is not counted in the Greel
budget. Since ECA counterpart funds take care of more than one fourth of
the Greek national budget, it appears that under present arrangsments for
US aid of all kinds Greece is able to pay for little more than one fourth of
current military requirements. :

- (d) Aside from the amount of aid available from the US and the degree
of progress in the sconomiec recovery of Greecs, the critical limitations
on the maintenance, expansion, and development of existing Greek national
ground, air, and naval forces are as follows: (1) The nature and extent cf
eid from Communist countries to the Communist Gresk guerrilla movement
and (2) The imability of Greece to manufacture or to pay for any comsiderable
quantity of modern materiasl.

(e) The assumed progressive economic recovery of Grecce would have
little real effect on these limitations. The chief effect, of such recovery
would be to permit the reduction of US non-military aid, but it is uniikely
that Greece could improve greatly on its present limited contribution to
natignal defense by 1952, although the situation might be a little bettier
by 1957,

(f) with continuing US aid of all kinds, Greece could maintain its
existing military forees (roughly 250,000 men, including Gendarmerie), or
even expand them, up to a practical maximum of perhaps 500,000 men. Inasmuch
as US non-military aid is in effect a subsidy enabling the Greek Government
to devote a very large part of its own budget to nationnl defense, the
discontinuance of such aid would make it impracticable for Greecs to maintain
more than token forces at present, with only a little improvement possible
even under optimum conditions of recovery up to 1957.
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APPENDIX A |
Greek National Incoms, Budget, and ¥ilitary Manpower
Estimates of Natiomal Income
4238 3247

$540,000,000 $680, 000,000 (actually equivalent to only 62 percent
of 1938 income, or about $335,000,000)

Greek Natiopal Budget

Total For Defsnse
1938-39
(fiscal year)  $135,000,000 841,850,000
1948=49
(fiscal year) 345,000,000 200,000,000
" (ineluding ECA (not including direct US
counterpart funds) military aid)
1952 275,000, 000% 75,000, 000%
1957 300,000, 000% 85,000, 000%

Naximum figures, possible only if the guerrilla menace is non-
existent, and if optimum results are obtained from the 1949-1952 aid
program. These figures are highly conjectural,

Pomgg‘ tion and Nanpower Estimates

Total Population, 1 Jamuary 1949: 7,850,000 (estimate based on ECA estimate
for 1 December 1948)

liales between ages of 15 and 49: 1 Janvary 1949---1,844,000
1 January 1958--<2,178,000
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ENCLOSURE "G"
IRAN

(a) Iren's will to resist Soviet military aggression is moderate,
The army high command and the government, with the gemeral support of
the people, have acted firmly against Soviet threats, pressures, and
border ineidents, but Iren's will to resist remains greetly tempered
by the knowledge of Iren's inability to defend itself unless given im-
moediate end very extensive military assistence end by the lack of as-
surance that such assistence will be given, The Shah and members of
the ermy high command have nevertheless expressed their determination
to carry on in the event of an invasion by waging guerrilla warfare un-
%1l assistance can be rendered by the US emnd other friemdly powers,

(b) Iran has domonstrated its willingness to support national re-
armement to the maximum practiceble extent from its own resources,. It
already dovotes a large nroportion of its national income to its milie
tary establishment, and the Shah and Army leaders have repeetedly indi-
cated & desire to increase the army to 150,000 or more in order o im-
prove Iren's capacity to resist, Iran has obtained £16 million in US
arms on a loan basis end it is paying for the expenses of the US mili-
tary missions,

(o) In recent years Iren has devoted botwoen 26 and 30 per cent
of 1ts budget to the maintenance of its armed forces, In the Iranien
year 21 lareh 1947 to 20 Merch 1948, of a total estimated expenditure
of $242,5 million, $63.9 million or 26 per cent were devoted to the
armed forces ($46,2 million, or 19 per cent to the srmy end 517.7 mil=-

~ lion or 7 per cent to the gendarmerie), In the year 1948-49, of a total

estimated expenditure of $280 million, $70 millions were devoted to

the armed forces (956 million or 23 per cent for the army and $14 mile
lion or € per cent for the gendarmerie), The proposed budget for the
yeer 1949-50 earmarks $66 million for the army (the 1949-50 figure for
the gendarmerie is not avallable)., This budget, which contemplates a
total estimated expsnditure of £338,5 million agsinst a total estimeted
révenue of only $240 million does not indicate how the defieit will be
covered end has not been approved by the Majlis,

(d) The major limitation on the maintenence, expension, end deve=
lopment of existing ground, air, and navel forces develops out of the
heavy requirements in menpower end money of the {700 million seven-year
economic development program being set up in Iren, Althouph the details
of the program have not been definitely esteblished, it certainly will
renuire the use of most of Iran's aveilable manpover potentisl; and the
contemplated diversion to this program of Iren's oil revenues, which
emounted to $28 million or about 12 per cent of the estimated total
national revenue in 1947, will force a corresponding reduction of all other
overnment exponditures unless new and uncertain sources of revenue are
tapped, lloreover, even without the seven-ysar program, the lack of army
facilities, oivilien menpower requiremonts, limited trensport, end
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illiteracy would mitigete against rapid expension of the army, It is
doubtful whether more than 400,000 men could at any one time be mobil-
ized, treined, equipped, end handled with any worthwhile degree of ef-
ficlonoy; and even this number would gseverely strain the economy of
the country,

(e) Bven if the seven-year program is oxscuted as scheduled, which
is improbable, the benefits will acerue ouly on a gradusl and at present
indeterminate rate, lMoreover, since the government interds reinvesting
in the program whatever finsncial profits msy sccrue from the projects
it develops during the program period, no additional funds will be
available from this source for other government expenditures, ‘hile Iran
is showin; progressive economic recovery, this recovery is slow and it
is unlikely that it will produce sufficient additionnl revenucs to mect
the requirements of both the pressnt military establishment and other
government apencies,

(£) Assuming US provision of arms end equipment, Iran could support
the expansion of the army from its present size of about 113,000 to the
160,000 proposed by the Shsh, without ssrious adverse political snd eco-
nomic consequences, Such a& program would have psychological advantages.#*
lowever, Iren cculd probably not effectively enlarge its army at a rate
of more than 5,000 men a yoar, and there is much to reccmmend a nlen
for a foree of about the present size, with better paid officers end sSup=-
ported by tribal levies, which would be trained for demolitions, delaying
operations, and puerrilla warfare rather then for necessarily ineffective
full-scale operations,

It ie roughly estimated that Iran, in addition %o the £10 million
shipment already contracted for could absorb {12,5 million worth of US
supplies and equipment during 1949-50 end $10 million dollars a year
thereafter, a totel of {85,000,000 for the eighteyear period, (About
e yoar will be required to absorb the present {10 million shipment.)

* If the army were increased %o 150,000 at the rate of 3,700 men
per yeer the estimeted additlyngd scst to Iren would be $1,850,000 per
year (at approximately $500 per man-year), or a total of {14,800,000

for the period 19491957, Sych sxpansion would make it nec
o essary for
Iran to import additional equipment and supplies. 7
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APPENDIX A

Although Iren's present totel manpower potontial between the
ages of 15 end 49, is estimated at 3,650,000, only half sre considered
rit for duty, These figures, which are based on an cstimated total
population of about 15 million, must, however, be accepted with much
ressrve since no reliable population dats exist; estimates by different
sources vary from sbout 10 million to well over 16 million,
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ENCLOSURE "H"
ITALY

Faced with conmtinuing threats to its politicsl stability, experiencing
slow economic improvement, and possessed of a military establishment limited
by treaty to 300,000, Italy is in no condition to offer serious resistance
to Soviet military aggression. The Italian people, aware of this situation
and still suffering from Italy's last military adventure, are passive
toward further conflict and desirs to avoid involvemsnt in war. Wers
internal conditions to improve sufficlently to restore self-confidencs,
Italian will to resist might stiffen some tims after 1952, It is not
believed, however, that even under optimm circumstances, Italy would be
prepared by 1957 to offer more than an irresolute resistance to actual
militery aggression by the Soviet Union.

In thie state of mind, Italy ean be expected, for the next eight years,
to present no better than a fair readinsas to exert itrelf to the maximum
practicable extent in a rearmament program, The government and a large
peresntage of the peopls would continue to make soms sacrifices for an
internal security force to meintain order. No such readiness can be
expected, however, in building up an army viewed generally as helpless
against serious attack and, at least in part, as provocative,

Despite this veluctance, the Italian Government has exceedsd several
western Europesan powers by allotting 207 of its total budget of slightly ,
over two billion dollars for military purposes, but, this percsntage actually
totals only $453 million, which cannot support a larger military establishmsat
than ths present oms. A small, stesdy increase in this amount, derived '
from an enlarged budget, may be anticipated through 1953. Such a relatively
insignificant increase may also continus through 1957, but the total would
not alter the Italian disability to make any significant enlargement or
improvement in its militery sstablishment.

The unsatisfactory Italian economic situation, which limits militery
expenditures, has, on the other hand, conbined with overe-population to
produce major unemployment., Roughly two million Italians remain unemployed,
despite annual emigration of slightly under a hundred thousand., No estimate
of the percentage of unemployed eligible for military service has been
obtained, but it appears certain that no shortage of manpower exists.

Italy has approximately nine million men available for military servics, with
- only 3 1/3 pesrcent now in the military establishment, and with over half
- of the remainder having resceived some training.
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Political considerations play a substantlal part in lowering the
Italian capacity to expand its military strength, Although the Communist
Party no longer has representation in the Government, its parliamentary
and popular strength in conjunction with that of other leftists is sufficient
to require the Government to obtain coalition support for desired legislation.
In the face of strong demands for various reform legisliation from all moderate
end leftist quarters, and leftist accusations of warmongering, the Government
cannot be expected to obtain suffiecient support for any apprecisble increase
in military appropriations. Unless economic conditions show greater improve-
ment in the next eight years than is anticijpated, the Government will not be
in a strong enough political position to increass its military budget
appreciably.

Because of the existing limitations, esonomic, political, and by tresty,
enlargement of the Italian military establishment is not possible from
Italian resources within the period under consideration. Military aid
from the US, therefore, would be of value only to re-equip the present
Itallan armed forces with modern.msteriel, althcugh some additional supplies
could be absorbed by the security police forces.
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ENCLOSURE "I"
LUXEMBOURG |
The position occupied by Luxembourg in the economic union of
Benelux cannot be duplicated in a military union. Luxembourg military

potential, beyond an industrial contribution, is negligible. No
examination of Iukembourgfs present or future military capabilities

has, therefore, been attempted.
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ENCLOSURE ®J"®
THE NETHERLANDS

As in the case of the French and Belgians, the Dutch will to resist
-Soviet military aggression is conditioned by knowledge of an inability to
prevent or even seriously delay a Soviet advance. No longer able to trust
in neutrality and as yet unsupported by allied forces, the Dutch, with the
major portion of their own forces engaged in the East Indies, are at present
no more than "irresclute®. The Dutch, however, with improvement in the
Indonesian sityation, the acquisition of additional strength and dependable
external support, could be expected to show a "determined" attitude in the
face of a Soviet advance.

The present Dutch lack of full determination to resist actual attack
is not reflected in the will to strengthen their military establishment.
Engaged in military action in Indonesia, the Dutch have had an added spur
to military expansion, and have shown great readiness to support the armed
forces. Ninsteen percent of a national budget of roughly one and one half
billion dollars has besn dsvoted to maintaining armed forces mors than
twice as large as the Belgian, and to do it on a national income and
budget smaller than Belgium's, The drain from the hostilitlies in the
Indies prevents utilization of this amount for re-squipment, however, and
it is estimated that a decline to roughly 75 percent in the sise of these
expenditures is to be expected in the next two years., Permanenmt loss of
the Indies or a continuation of the costs of military action there would
seriously lsssen the Dutch sbility to rebuild the forces in the Netherlands.

Dutch manpower available for military service is estimated at approxi-
mately two million. At the present time, about eight percemt of this mumber
is on active duty, leaving & trained reserve of only some 30,000. An
increass in industrial production consistent with economic recovery plans
will absorb part of the rapldly increasing population; emigration, which
probebly will continue, will also lessen the number of additlomal men
available for military serviecs. In spite of these limiting factors,
sdditional military manpower adequate for effective Netherlands participation
in western Europsan defense can be expected,

Use of military aid extendsd to the Netherlands will not be seriocusly
limited by the supply of manpower. Because of the relatively large size of
their present armed forces, howsver, the Dutch probably will require ald
for qualitative rather than gquentitative improvement of their military
establishment,
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ENCLOSURE K"
NORWAY

(a) Norwegian will to resist Soviet mil:i.tary ag,gressions, 1f need
be, is strong.

(b} If Norway should be asked, as its share of a coordinated
defense plan for Western Burope, to increase its armaments to the
maximum extent practicable from its own resources it would probably
do so,

(c) Net national product (natlonal income figure not available}
1949-1952 average is $1.7 billion
(according to Norwegisn estimates submitted to ECA)

Estimated total males (age 15-49) 837,000
Estimted total fit for military service 651,600

(d) Norway has only a moderate chance of achieving the ERP
objective of recovery by 1952, Any increased diversion of resources
to the military establishment would probably postpone attalnment of
the ERP objective beyond 1952, Norway at present spends 3.7 percent
of the national product on the armed forces, which now includes 23,000
mena '

Accepting the likelihood of imneming the ERP objective, a
recurring annual expenditure of $1C0 million (5.9 percent of estimsted
net national product) would be peliticzlly possible.

A number of men not exceeding 40,000 could be devoted to the

- military establishment.

(e) The critical limiting factors with respect to the maintenance
and development of ground; naval, and air forces are:

(1) Lack of industries to manufacture planes, artillery,
tanks; military vehicles, electronics equipment,
and all heavy equipment, with consequent neuessity
for procuring these things abroad and paying in
hard currency, which is not available for the
purpose.

(2) ILack of menpower beyond about 405000 to divert from
normal pursuits without disrupting the economy.

(3) The fact that Norwegian shipyards are not experienced
in building naval craft, and are being fully utilized to
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rebuild and maintain the werchant marine, which is vital
to the Norweglan economy.

(£) Progressive economic recovery would probably make slightly
greater amounts of dollar exchange available to Norway., It would not,
under present plans, lead to the creation of facilities for mamufactur-
ing the equipment mentioned in (e) above.

(g) Norway could effectively use only enough equipment to supply
a force of from 30,000 to LO,000 men, with provisions for reserve stocks.
Norwegian manpower would be effective in either army, navy, or air force,
in any proportions Jjudged proper by plamners. The Home Guard could
utilize appropriate modern equipment including reserve stocks for a
force of approximately 100,000 men.
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PORTUGAL | ;

The will of Portu;al to resist militery aggression by the USSR may
be oalled "determined", Portugel, because of the religious belief and
conservative nature of the people and the government, would resist
Communism as long as the meens to do soc were aveilable,

As in Spain, the high percentage of a limited budget (23% of %222
million) devoted to military affairs indicstes rendiness, at least on the
part of the government, %o Support netional rearmement to the maximum
practioable extent, The gensral public hes little opportunity to demon-
strate its desires in tho matter, but preswnably subsoribes to the effort,

Portuguese manpower resarves eliyible for military service total ap-
proximately 1,700,000-wen, of whom ebou’s 22% now are in servies in either
the militery forces or the nroportionally large quasi-military Republican
Guerd, An effective trained reserve of roughly 120,000 men exists,

Eoonomic conditions severely limit Portugal's militery capabilities,
There is litile likelihood of eny apprecisble improvement in the precar-
ious condition of the economy. Allotments inm the Buropeen facovery
Program for Portugal are far below (one tenth) requirements as estimated
by the Portuguess, It is considered that even were progress to be made
along economiec lines, strein would ocour in any effort to increase the
size of the military esteblishment, Not only purely indigenous conditions
contribute to the general situstion; an export program must be able +o
supply sufficient foreign exchange to permit Portugel to acquire the
materiel needed to equip end to maintain its present militery foroes,

US military aid on eny sipnificant scale oould not be put to effective
use under predictable conditions, even es roplacement and modernizstion
~ supplies, in the absence of eny ebility to furnish adequate meintenance,
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-SAUDI ARABIA

(a) In the sbstract, Seudi Arabia's will to resist aggression
(from eny querter) is very strong, However, in the event of Soviet
aggression, Saudi Arabia's attitude would depend largely on the de-
gree of support it received from the US and/or UX and on the cspa-
bility of Ssudi Arabia's defenses %o offer some degree of resistance,
Since at present the country is to all practical purposes completely
defenseless against modern methods of atsack, its ability to resist
Soviet aggression would be very weak if, for instance, the USSR leunched
an airborne attack on the Dhehren sree,

(b) Itn Saud would be eager to build up his army to the meximum
practical extent from his own resources inasmuch as he fears not only
the threat of Soviet aggression but also the possibility of aggression
on the part of Transjordsn and Iraq, The present weakness of the army
does not reflect any unwillingness to spend his increasing income from
oll royalties on rearmsment but results from his inability to obtain
arms because of the UN embargo,

(c) 1In 1948, 33 per cent of Seudi Arabia's national budget was de~
voted to national defonse, (Out of a total of 215 million riyals,
71 million or %18 million, were spent on defense, These figures are
teken from the first budret ever published by the Seudi Arabian Yovern-
ment and should be considered only as rough estimates,) OSaudi Arabia
would be eble to spend an increasing mmount on its military establishe
ment ovor the next few years inasmuch as oil royalties (which already
constitute ebout 60 per cent of the country's total income) are expeoted
to increase by almost 100 per cent, (An estimate of the national income
for the next eight years is included in Appendix A, snd an estimate of
the amounts that could safely and effectively be devoted to the military
establishment in Appendix B, )

(d) There ere no limitations on the maintenance, at their present low
level, of the extremely undeveloped ground, air, end naval forces of
Seudi Arebias, If any of these forces were expanded or developed, the
following oritical limitations would have to be considered: (1) com=
plets ebsence in Saudi Arabis of sny industrial potential, with the ex-
ception of the oil installations st Dhahran; (2) low stendard of educa-
$ion of the mass of the people; end (3) poor port and trensportation fa~
cilities, All matériel for expension end subsequent maintensnce would
have to be supplied from outside the country (See Appendix C on "Menpower
Potential,™)

_(e), Fot even the most optimistic estimates of economic ex»ansion aend
soclal development for Saudi Arabia could anpreciably affect the above
limitations in the B=year period proposed in this study,

- (£) With the provision of arms and equipment by the US, Saudi Arabisa
oould maintain a semi-msohanized Fforce (mlong the lines of the Iranajordan
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Arab Yegion) having as its primery mission the defense of the Uhehran

area against airborne stteck, Judging from the Arab legion, i: is

roughly estimated that such a force would cost annually sbout £1,000 |
per men to meintain, (Tho Areb Legion is approximately 10,000 stromg
and until rocently has be:n meintained by ean smnuel subsidy of £ 2 million,)
Ibn Saud could afford to support such a force or one considerably larger,
In order to train this force, a US military mission would be necessary

end also the training of Saudi militery end air officers in US schg?la.
Itn Saud could afford to psy for the training of these officaz.'s. With

the provision of US equioment, Saudi Arsble could also ostablish addition-
al airfields similar to Dhehren,
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’ APPENDIX A ’ '

ESTIMATE OF GOVERNENT INCOME

Totals 0il Roxaltiea All Other

Saudi Riyals US Dollars . US Dollars

1948 215,000,000 54,000, 000% 33,000,000 21,000,000
1349 264,000,000 66,000,000 45,000,000 n
1950 292,000,000 73,000,000 62,000,000 "
1951 320,000,000 80,000,000 69,000,000 "
1962 336,000,000 £4,000,000 63,000,000 "
1553 " " v "
1954 n n it : §
1955 " " " "
1956 " 1] n "
1957 ] ® w "

' 25X1A
*Conversion rate: 4 Saudi Riyals s 1 US Dollar,

(¢) There is no evidence to indicate thet Saudi Arabia's income
from "all other" sources ({21,000,000) will alter appreciably during
the next eight yeers, '

(d) No estimate has been included of royelties which will accrue
.to Seudi Arabia if oil is discovered in the Saudi Arabia~Kuwait Neutral
Zone, Saudi Arabis has granted a concession to the Pacific Western 0il
Compeany for the exploitation of its half share in the territory,

- 23 =

Approved For Release 20018428 GlArRDP78-01617A000400210001-0



_ TOP SHCHET
" AN¢ -« Approved For Release 2001/08/28 : CIA-RDP78-01617A000400210001-0
’ APPENDIX B

ISTIMATE OF INCOME “HICH COULD BR SAFCLY AND EFFECTIVELY DLVOTED 70 A
WILITARY ESTABLISHMENT

Income

Total Defense (potentially) Other
1948 $54,000,000 $24,000,000% 30,000,000
1949 66,000,000 36,000,000 "
1950 73,000,000 43,000,000 "
1561 80,000,000 50,000,000 "
1962 84,000,000 54,000,000 "
1953 " " "
1954 " ) . 1 "
1965 " " ; "
1956 " , " "
1957 " " "

*In 1948 Saudi Arabia actually spent, sccording to its own budget
which probably sets the figure low, approximately SR 70,000,000 ($18,000,000)
on defense, Throughout the year it repeatedly requésted further mili-
teary aid from the US and was prepsred to pasy for it,

(a) The $30,000,00C figure in the rightwhand column is a liberal
estimate of how much the Seudi Arabian Covernment would need annually
to meet all its requirements other than for national defense, The os-
timate is based on the following reascning:

1, The income of Seudi Arsbia in 1948 from nll sources ex-
oluding oil royalites was 21,000,000,

2, It is assumod that this figure hes been fairly constent for
meny years; 1t mey even have been considerably lover in tho years prior
to Viorld Var 1I, (Yor instance, it includes over $1,000,000 from evia-
tion fees, which were not forthcoming before the establishment of Dhshran
Alrbase in 1944,)

8, Consequently, it is believed that $30,000,000 would be more
then sufficient to defray the normal expenditure of the Saudi Arebien
-Government,

4, This figure would not cover all the large-scale development
projects that are now being planned or carried out in Ssudi Arabis, How-
ever, it is assumed that most of these projects (rsilrasds, roads, harbors,
airfields, etc,) could be included in the defense budget or fimanced ine
dependently,

(b) The figures in the middle ocolumn, therefore, are obteined by

subtrecting (30,000,000 from the total estimated income for eech yoar;
they represent the smounts that could be considered svailable for defense

purposes,
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APPENDIX G

- MANPOWER POIENTIAL

Total population : ten of military age
1948 | 6,000,000 1,360,000

(Note*® Saudi Arabia takes no consus, snd these figures aro at best
informed guesses, o estimates can be made for suoceeding years,)

Menpower is not s limiting factor in any conceiveble defense plen
for Seudi Arsbiae, lhe Saudi Arabian Arny is et prosent estimeted to cone
sist of 8,000 regulers and 62,000 irregulers, Ibm Ssud has a pet plan
to establish a fully mechanized foree of 80,000, On the standard of
the present Seudi Arsbien Army, Ibn Saud sould probebly afford to build
up sn army of over 100,000 men, but without outside assistance in arming
and tralning, it would be no more effective then the present ermy,
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ENCLOSURE "N

SPAIN

The Spanish will to resist Soviet military aggression is ourrently
"detormined” and will remain determined so long as the country does
not suffer an economioc collapse and consequent political disorder,
Speniards, bscause of their relipgious beliefs and long conservative
tradition are generelly opposed to Communism, Iurthermore, Spaniards
can be expocted to resist, to the limit of their ability, milltary aeg-
gression from any source, :

Vhile the willingness of the goverument and psople of Spain to deve-
lop their national armement to the maximum is traditionally great, they
are now so handicapped by a precarious economy, absence of the basic
industrial capacity essentisl to the production of munitions end eaquip-
ment, and leck of finencisl resources, thet any effort on Spein's part
to increase its armsment or rearm its forces would be sbortive,

. From the current budget of $998 million, Spain appropriated approx-
imately 31% to keep forces spproeching half e million in service end an
edditional 147 (total $444,650,000) for related purposes, Spain's
arm¢d services are estimated 4o include about 2057 of the total Spanish
mehpover available for militery use, Decauss of the character of the
Spenish regime, a large percentage of the oxisting military or pars-
militery strength is devoted to internal sécurity duties,

Major limitations on further development of the Spanish military
establishment stem from economic factors, as stated ebove, The instabi-
lity of the economio structure, unsupported by Europesn recovery plens
erd uneble to procurs vital outside sssistence, is so great that esti-
mates of the future are speculative in the extrems, It is possible thet
economic deterioration in the next year or two will cause not only eco=-
nomic collepse but political upheavals as well, Vere this %p cccur, the
entire Spanish military situation would be radicelly altered,

At present, sdditional menpover could be siphoned from the staznsant
industry to bolster the armed services, Conversely, however, were in-
dustry to remain at its present near standstill, Spain would bes unsbie to
support even the present forces, A restorstion and improvement of ine
dustrial conditions would probably preclude an incresse in the menpower
~availeble to the military.

In the absence of improved industrisl and finencial conditions it
is improbable that Spain could efford ths maintensnce on sny significent
amount of US military aid or utilize it in a fashion spprosching effi-
oiency., Here, even more than elsewhere in Viestorn Burope, economic con-
ditions necessary to correct the disproportionste size of the psacetime
military budpet must be realized before additional equipment can be
absorbed, Only replecement matériel for purposes of modernization could
now be effectively used,
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ENCLOSURE ™®Q"
TURKEY

(a) The Turkish Government and peopls are firmly determined to resist
aggression by the USSR, This basic resolve has been reinforced by the
provision of US military, economic, and financial aid and US assistance
in the development and implementation of technical training programs.

(b) The Turkish Government and people are already bearing a heavy
finanelal burden for natlional defense purposes. There is every reason
to belleve that this burden will contimnue to he acceptebls to both govern~
rwent and peopls so long as the Soviet menasce continues, particularly under
continued US aid, with its concomitant uplifting effect upon both military
and civilian morale,

(¢) Turkey devotes siightly mors than 40 percent of its matiomal

budget to the military establishment (including gendarmerie, cus toms guards,
“and security service). In 1948, ocut of a total nstional budget of 1,339,237,000
liras, the sum of 561,100,294 liras®* ($200,400,000)=-or about 42 parcentwe
was devoted to the defense establishment. The budget for 1949 ealls for a
total estimated expenditure of 1,371,740,000 liras, ocut of which it is
estimated that 553,543,373*% liras ($197,600,000)-~or about 41 parcent--will
be devoted to national defense., In addition to these budgstary allocations,
subgtantial supplementary defense appropristions may bs made during the
course of the year 1949. In 1948 thess additional appropriations totelled
about 100 million liras (228 million).

{d) The principal limitstions on the maintenance, expansion, and
developrent of Turkey's armed forces are: (1) the shortages of {echnically
trained personnel; (2) the difficulties faced by the government in bearing
the heavy financial burden imposed by the military establishment; (3) the
civilian econcmy's manpower requiremsnts; (4) the inability of Turkish
industry to produce equipment requiring advanced skills or ccmplicsted
technology; and (5) the civilian economy's call on Turkey's limited foreign
exchange. The shortage of technical persomnel affects the rate at which
Turkeyl!s forces can bs developed. The finaneial and foreign eyxchangs ‘
problems affecting Turkey's armed forces, ag well as the country's deficiencies
in military industrial potenmtial, are subject to alleviation through US ald.

*These figures are probably very nearly exact, but are partislly estimated.
. - 27 _"
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The manpower problem serves to limit the size of Turkey's forces regardless
of what foreign assistance may be available,

To some extent these limitations are being currently alleviated,
as the US military aid programs for the army, navy, and alr forces, and
technical training and highway construetion programs are applied.

(e) Progressive development of Turkey's economy may be expected to
take place in the absence of war, provided that military requirements are
not allowed to interfers too drastically with the economie rehabilitation
and development programs now being set up and to a certsin extent implemented,
largely with US financial and technical aid,

" This expected growth of the Turlkish economy, however, will not materially
changs Turkey!s military potential durlng the next elght years, although
some of the present limitations on Turkey's capabilities may be somewhnt
sased. Increased production, by raising the national. income, will lighten
the burden of maintaining large forces under arms, while the concurrent °
inerease in productivity will make the manpower problem less eritieal,
Turkey®s foreign exchange position may well improve, allowing Turkey to
pay in part for war materials, while incressing industrialization will
permit Turkey to supply more of its light arms and ammmition requirements
itself. The level of technical training will rise, ‘

(f) Turkey is alreasdy on close to a wartime footing and cannot spare
elther the manpower or the finances needed to support an enlargement of -
its present armed forces. Within this Umitation, .
however, Turkey undoubtedly will be able to utilize US aid effectively to
develop stronger military establishment. The Turkish Army 1s now beginning
to show the resultw of the US aid program; although serious shortcomings
etill exist, the US-supervised reorganization, training, and re-aquipping
of the army should provide Turkey within a few years with a compact, wellw
armed, efficlent, and mobile army, capable of considerable rapid expansion
through mobilizatlon of reserves who have had advanced training under US
supervision, The Turkish Air Force, despite deliveries during the past two
years of US and UK aircraft, is still not regarded as capable of offering
more than token resistance to a major aggresalon, and would benefit con-
siderably by additional US aid. The most serious deficiencies are in
technical skills, although faellities are also limited; at the present time,
for example, there is not a single airfield in Turkey capable of use by
medern US medium bombers. The construction of Turkish airfislds and air
facillties would open up wide posaibilities for their strategic and technical
use in time of war, The Turkish Navy is a emall force, which has recently
besen increased in tonnage by the ’g‘iﬁ'ggf US destroyers, submarines, and
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other vessels, and in quality by US training. It may not yet be a match
for the newly expanded Soviet Black Sea fleetybut the continuation of
surrent US programs should in time improve +the capabilities of the Turkish

Navy for such operations as protection of the Turkish Straits and harassment
of hostile naval forces and shore installations. '

b
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(1) National income and manpower.
Rational Budget
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Turkish Lirss Dollars LManpowsr
1949 1,471,740,000 $525,600,000 5,148,000
1950 1, 545,000,000 551,'700,000 5,253,000
1951 1,622,000,000 579,000,000 5,359,000
1952 1,703,000,000 608,000,000 5,464,000
1953 1,788,000,000 638,000,000 5, 571,000
1954 See 5,640,000
1955 note 5,710,000
1956 below 5,780,000
1957 5,850,000

- Turkish statistics on the total national income are not availabls
for the most recent years and are, in any event, unreliabls, The estimates
given above are of the natiomal budget, baced upon statistics of budgsts
up to and including 1949 which are aveilable. The estimates for 1950-53
should be accepted with great reserve; for the following years the factors

involved are so unpredictabls as to make it impracticable to attempt any
estimates. :

The total manpower figures represent the best estimste now available
in Washington. The figures show the total number of Turkish meles from 15
to 49 years of age, inclusive, for sach year from 1949 to 1957, It is pro=
bable that less than half of these males would be capable of rigorous war-
fare, and that fewer still would be men trained under current or continued
US-sponsored technical training programs.

1 budget and man
ablishment .,

PO

Eastimated ot Egtimated Costs of Percentage Estimated manpower

dollars National Defense of Budget in the Armad
Forces

1949 $525,600,000 225,600,000 43% 400,000
1950 551,700,000 206,900,000 37.5% 380,000
1951 579,000,000 202,700,000 35% 360,000
1952 608,000,000 198,000,000 32.5% 350,000
1953 638,000,000 191,000,000 307 350,000
1954=57 C o e e s -
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ENCLOSURE "p"
THE UNITIED KINGDOM
(a) The British will to resist Sovietﬁaggression is very strong,

(b) The UK is willing to support nstional reermeament to the max-
imun practicable extent from its own resources,

(6) The National Income of the UK for the period of the mext eight
years, it is estimated, will move from about $40 pillion per year (1949)
to about$46,7billion (1957), assuming constent end-1548 price levels,

Manpower potential for the next eight years, it is estimated,

will be about as fullows: Fit menpower aged 15-560: Q%wnillion
: Fit menpower aged 20=34:; 47 million

(The maximum mobilization potential of the British armed forces is

egtimeted to be 5,200,000 males, roughly the pesk strength of Vorld War II),

(d) The UK could devote about 7,7% of its netionsl income to the miw-
litary ostablishment, (This is eporoximatély the present proportion; no
substentisl increase is considered feasible)

The UK could devote about 750,000 men to the armed forces during
the next eight years, (This is the figure which is planned to be reached
by the end of the present British fiscal year; no substsntial increase
is considered feasible,)

(e) Critical limiting facyers are as follows: the entire UK economy
is carefully plemned and operating virtuslly without margins of flexi-
bility, There is no unemployment, no surplus msnpower, no surplus of
materials; there are scarcities in such commodities as steel, and foreign
exchange, Hence, though the UK has +the industrial capacity snd skill ne-
cessary to produce modern armements on a scale more than sufficient for
i1ts own needs, these resources ers entirely committed to economic recovery
except for the very modest share which is at present ellotted to the pro-
duction of new arms, #ny further diversion of them to the necessities of
rearmament would certsinly postpone the hope of achieving ERP objectives
and would be politically impracticable,

(£) As economic recovery progresses, the expected annual ineresse in
productivity and netional income may make possible some slight incrsase
in the proportion of resources diverted to the militery esteblishment,
Ine change would be very slight, for all increases have been allowed for
in plans for economic recovery,

(g) The UK could not utilize US militery sid, which would have the
effect of creating armed forces of more than 750,000 men,
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The subsidization of certain British wer industries, notably
alroraft end electronics, oould have the effect of strengthening the
Western Union forces as a whole, US purchases of British jet airoraflt
and rader apperatus for delivery tc the Wsstern Duropean countries (which
have a coertain smount of that equipment) would: (1) cause a strengthening
of those British war industries without demeging British recovery, since
the elffeoct would be the same as any other expor:t business; end (25 in-
prove the defense position of the recipient countries of Western Europe,

YN 41

A further consideration involves the British colonial forces,
which heve heretofore not been éonsidered in this enclosure, Now reduced
to 104,000 from a wartime peak of about 560,000, the colonial ground troops
could probably be expended by three or four times if equipped emd per-
heps subsidized by the US, (When properly trained and well led during
the last war, the colonials were sble field forces,)

CONFITENTIAL
Ap!oroved For Release ZOW-M 617A000400210001-0




